the factors in the disillusionment of consumers may help to explain the severity of the current recession.
The simplest explanation for consumer disillusionment is the economic discomfort index, obtained by summing the unemployment rate and the annual rate of inflation. This index, discussed in the past in the Wall Street Journal, which attributed it to Arthur Okun, and published by Data Resources, Inc., is plotted in figure 1 Here t is fahrenheit temperature and tw is wet-bulb temperature; the lower the humidity, the more rapid the evaporation, the lower tw, and the more comfortable the level of the THI. With THI = 70, 10 percent of the population feels uncomfortable; at THI = 75, 50 percent complain.
Another measure is the sum of the current year's inflation rate and the preceding year However, the coefficient on the unemployment rate is less than twice its standard error, and, it turns out, does not differ significantly from the coefficient for P; that is to say, looking at the ability of the discomfort index to explain the index of consumer sentiment, one finds no reason to reject the simple assumption that the contribution of unemployment and inflation to consumer disillusionment is proportional to their sum.7 The coefficients of this last regression reveal the short-run determinants of consumer sentimnent, given ICS-1. In the long run, when the index of consumer sentiment has stabilized so that ICS = ICS-1 at an equilibrium value, ICSe, then 6. When the rate of inflation is computed by taking the quarterly change at annual rates rather than the annual change, the regression yields F2 = 0.584. Thus, contagion and inertia are gradually overcome as the index of consumer sentiment converges toward its equilibrium level, eliminating about 37 percent of the gap between equilibrium and actual ICS each quarter. The ICSe series, also plotted in figure 1, may measure consumer discomfort more precisely than the EDI.
The unemployment rate reflects directly the condition of only the unemployed fraction of the labor force; but indirectly it may capture the effect of a shortened workweek and the uncertainty generated by the threat of layoffs. An alternative to the unemployment measure is the GNPGAP, the percentage by which actual GNP falls short of the economy's potential output. The GNPGAP, like the unemployment variable it replaces, has the appropriate negative sign; it is also less than twice its standard error. The equation is not quite as tight as it is when the unemployment variable is used, but the difference is not marked. Several variations on regression equation (2) were considered in an attempt to find out more about the determinants of consumer sentiment. First, the annual rate of change in the weekly real wage was added in order to determine whether the depressing effect of inflation may be offset by compensating changes in the money wage, as might be achieved by indexing; however, the real-wage t-coefficient of -0.056 suggested that during inflationary episodes the consumer becomes depressed regardless of whether real wages are maintained.8 Second, the rate of anticipated inflation, S. Of course, even if the money wage is adjusted so as to keep pace with inflation, consumers who are net creditors may nonetheless suffer from unanticipated capital losses. In his earlier study Hymans used a measure of the rate of change in aggregate disposable rather than recent inflationary experience, might be critical; when a Survey Research Center estimate of anticipated inflation was added to the regression it had an unexpected positive coefficient, but it was small relative to its standard error.9 Third, quadratic terms were added to equation (2) Evidently, abrupt increases in unemployment are particularly distressing, but the public may eventually become numb to continued stagnation.
To sum up, consumer despondency is not to be explained by the general social malaise in the aftermath of Vietnam and Watergate. The primary explanation lies in the inflation; unemployment and the collapse of the stock market play lesser roles. Fluctuations in the rate of growth of the real wage are not critical. And if consumer sentiment does have a strong influence on durable spending, the analysis suggests that the cost-push forces contributing to double-digit inflation may have made a decisive contribution to the severity of the current recession.
One possible moral of this story is that it may be good politics for the President to worry more about inflation than unemployment. This might be a mistake, for Mueller's study of survey data on presidential popularity and follow-up work by Kalos indicate that unemployment is the more salient variable."2 The acid test is at the polls, and Kramer reports that unemployment consistently enters with the wrong sign in explaining the outcome of congressional elections. Real income did most of the work, but George Stigler argued that this result arose from errors in the income series."3 Stigler, with an argument from Okun, asserted that the policies of the parties with regard to income distribution should be the critical factor because Democrats and Republicans are identically committed to the pursuit of full employment and growth in real income. 14 
